The Freeman hospital in Newcastle upon Tyne has always been surplus to requirements. In one sense this makes it an ideal candidate to become self governing (as it will be from 1 April). But in another it makes it uniquely vulnerable.
Twenty years ago, when the hospital was being planned, local consultants got up a petition to oppose it. What did a city of only 280 000 people want with a third teaching hospital, which was likely to suck resources away from the two existing ones-the Royal Victoria Infirmary and the Newcastle General? They lost the argument, and the Freeman hospital opened in 1977. But to justify its existence it had to offer new or better services than were available elsewhere. It quickly became a centre of excellence for the Northern region, developed an international reputation in heart and lung medicine, and now draws two thirds of its patients from outside Newcastle District Health Authority ents (table). The hospital already draws patients from all 16 districts within the Northern region, so its task is to atients expand its existing markets rather than-and this is more difficult-creating new ones. On the other hand, outlying district health authorities will want to develop 169 local services-to reduce costs and improve accessibility 8.7
for their local populations-which may draw patients [4] [5] [6] away from the Freeman. Pricing the contracts Because most hospitals have information systems that are even less sophisticated than the Freeman's, the Northern region has ruled that services will initially be priced on the basis of average costs in each specialtyso purchasers will be charged the same for grommet insertion as for rhinoplasty. Even this limited exercise has already thrown up "quite wild anomalies," according to Mr Jameson, with price variations of up to 50% among units. "It may be the expensive ones perform more complex procedures or it may be they spend far too much on lab investigations," he said.
In the first year, health authorities are pledged to retain historical patterns of referral in order to create "minimum turbulence." But beyond that Mr Jameson knows what he is aiming at. "Newcastle patients get a general hospital service in expensive tertiary facilities. What we need is a sufficiently sophisticated pricing mechanism so that we aren't paying tertiary level prices for secondary level care." He is also anxious that his block contracts-which specify six quality measures for each specialty, such as waiting times and communication with general practitioners-should not be used to subsidise purchasers at the margin, particularly general practitioner fundholders. But hospitals, as he acknowledges, will be under pressure to offer special deals to attract extra business at the margin. That is what markets are about.
Another of his aims is that the Freeman should succeed. "The more successful it is the more business it will get, the better the rates it will charge next year, and the greater the benefit to the local community." The health authority has had great difficulty looking after three large units in the past, it has been overspent and has had to cut beds. "The future of the three depends on their being well positioned, regionally and nationally."
In pricing its services, the Freeman faces similar difficulties. Last September the hospital installed its first lithotripter (cost £850 000). How much should it charge for its use? A charge of£400 a patient would pay the running costs but £500-£600 is necessary to recover the capital investment. Staffing and pay anomalies are crying out for resolution. The hospital's activity rate has increased by 28% since 1988, but only eight extra nurses have been employed. Members of the heart transplant team receive four different rates of call out pay. Nurses on stand by are paid the extraordinary sum of £2.60 for an eight hour stint spent beside a phone. If called out at the weekend they are paid time and a third, whereas the perfusionists get double time. "I could see some benefit in changing all that," said Andrew Beeston, patient services director and the Freeman's chief nurse, with commendable understatement.
Changes in provision
An unanswered question is how the services being offered by the Freeman may change in response to market pressures. Besides being a specialist centre the hospital has always also provided a general hospital service to east Newcastle. Mr Fenwick echoed the prevailing view among medical staff: "The hospital cannot be all things to all people. It will strive to do the things it's best at. It is primarily a tertiary care centre. But it needs to secure an adequate amount of routine work for education and research. We are trying to strike the right balance."
How realistic that will prove to be remains to be seen. Managers in outlying districts are sceptical. "It has always been our plan to pull work away from Newcastle and provide more services locally," said John O'Brien, district general manager of Northumberland health authority. "The Freeman may change their profile not because they want to but because they are forced to," said Gareth Jones, district general manager in North Tyneside. The Community Health Council is BMJ VOLUME 302 9 MARCH 1991also anxious that the provision of routine services to local people will be undermined.
Peter Wright, clinical head of general surgery, said: "We may have to decide we don't want to do some of the mundane surgery like amputations. They may be better done in the local district." But some consultants are worried that changes like this could lead to lower standards. "If provision is switched to allow the Freeman to concentrate on something more technically complex, we have got to ensure the service to the patients is not affected," said Dr Ian Griffiths, consultant rheumatologist, the hospital's elected medical director, and member of the trust's board. "The only way you can check that quality does not suffer is with medical audit, but the worry I have is whether it is sufficiently robust to take on a policing role."
But most consultants look forward to greater flexibility in the way that they organise their work. "There are rigid divisions between the specialties at the moment," said Mr Wright. "We could change the configuration of wards. We could envisage the whole first floor as a day care unit. We could have five day wards, overnight wards, an open endoscopy service. The organisation will have the freedom to decide its own priorities."
Attitudes of staff
Like doctors elsewhere, consultants at the Freeman initially opposed the NHS reforms. But later in a ballot on whether the hospital should apply for self governing status, 85% of full time and "a small majority" of parttime consultants voted in favour. "In the end it came down to what's the best deal for the Freeman," said one. Many remain sceptical, however, that the promised benefits will be forthcoming.
Nurses have never been balloted but are "anxious about their jobs," according to the local branch of the Royal College of Nursing. Unlike many large cities, Newcastle has a surfeit of nurses and the Freeman has a waiting list for applicants. But senior nurses who are specialty managers believe that the introduction of the market will give them more power. "We have been very much dictated to by the clinicians in the past," said one. "In the future we will be able to plan more effectively for the workload so wards aren't left half empty. In a ballot of ancillary staff, 78% voted against the hospital's seeking selfgoverning status on a turnout of 56%.
View from outside
Local general practitioners voted 85% against the plan for the city's hospitals to go self governing. "They were not convinced that the new arrangements were going to be better for their patients," said Dr Tim Van The real test of the reforms for general practitioners will be how far the health authority is prepared to challenge "set ways of doing things," said Dr Van
Zwanenborg. There could be conflicts of interest. Diabetic patients, for instance, are better cared for in the community. But efforts to improve general practitioner care of diabetics could reduce an important source of income for hospitals. Which approach will the health authority back? "That is the acid test," said Dr Van Zwanenborg.
Tony Jameson, for the health authority, accepts the challenge. Plans are already being laid to give general practitioners direct access to physiotherapy, under agreed referral protocols, to free up the long orthopaedic waiting lists. But he is realistic enough to recognise that shifting services into the community is "only possible with growth money." None the less, the potential for change over the next five years is "very exciting," he said.
The city's only fundholding practice is equally optimistic. "We are in on the ground floor," said Dr Chalmers, senior partner. "We are confident we will get maximum help because this is an inaugural thing." Already the practice has secured direct access to physiotherapy and laboratory services and has been promised it to radiology at the Freeman. "They told us they would treat us like their own consultants," said Maureen Rillens, the brains behind the computerised budgeting system. The delicate question is whether their patients will get priority treatment, or even jump the queue. Nothing is said, but it would be easy to make the assumption. But only the Community Health Council seems nervous. It has two principal fears, according to chairman Keven Bellis: that the health authority will lose control of the Freeman, allowing it to expand at the expense ofother local services and that this will lead to more resources being swallowed up by acute care. "The Freeman is the best prepared of Newcastle's hospitals to go self governing," said Mr Bellis. "But it is also the most predatory."
"If the reforms work as they should they will demonstrate the quality of the service available and the level of the unmet need," said Mr Fenwick. "It will force the NHS to plan and prioritise and put the service under closer scrutiny than ever before." But his fear is that the reforms will turn into a "bureaucratic paper- chase." The main problem is the "cosy parochial relationship" between district general hospitals and their conterminous health authorities. Mr Fenwick cannot wait to flex his considerable muscle in the market place. But he is careful to moderate his enthusiasm. "The NHS is caught in an efficiency trap with no incentive to improve," he said. "The market is the way forward to give it a gentle shake."
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